Agricult 
ituation 


FEBRUARY 1950 


Volume 34 Number,2 





Parity Prices Under New Law 2 C. Kyle Randall 
Outlook Highlights 4 
Wheat for Feed 5 E.R. Ahrendes and R. J. Doll 
Hens Double Winter Output 8 Robert F. Moore 
1 Inch Topsoil=? Bushels 10 George H. Walter 


The Most for YourMoney 12 Lucile W. Reynolds 


The AGRICULTURAL SITUATION is sent {ree to crop and | 
price reporters in connection with their reporting work 


Editor: Wayne Dexter 


A monthly publication of the Bureau of Agricultural Economics, United States ry aka 
ment of Agriculture, Washington, D. C. The printing of this publication has 

approved by the Director of the Budget (February 4, 1949). Single copy 5 cents, sub- 
scription price 50 cents a year, foreign 70 cents, payable in cash or money order to the 
Superintendent of Documents, Government Printing Office, Washington 25, D. C. 


$§71520 -§d 





PARITY PRICES under the new law 


T™ AcricuLrurat Act of 1949 includes 
the first important changes in the 
calculation of parity prices that have 
become effective since parity prices be- 
came a part of our agricultural legis- 
lation in 1933. 

The tmportant changes are (1) the 
substitution of an “adjusted” base price 
for the base period prices previously 
used and (2) the inclusion of cash 
wages paid hired labor in the caicula- 
tion of the parity index. 


Price Relations Dated 


The old parity price formula was 
esigned to give prices of individual 
ericuliural commodities the same pur- 
hasing power that they had in some 
ase period. For many of the major 
ommodities, the base period was Au- 
ust 1909—July 1914. One of the major 
riticisms of this formula was that it 
ot only determined a relationship be- 
ween prices received and paid by 


armers, but also greg rs the re- 


ationships among the Prices of the 
Warious commodities sold by farmers. 
he relationships among the prices of 
mome important commodities were 
ased on a period which is now some 
hirty-five years out of date. 

The new formula still bases the over- 
mill relationship between the prices 
farmers get and the prices they pay on 
ithe 1910-14 period but shifts the de- 
‘termination of the relationship among 
the prices of the various agricultural 
Scommodities to the 10 years preceding 
the yvear for which the parity prices 
are being calculated. 

Once the base period price was de- 
termined, parity prices according to the 
old formula changed only as a result 
of changes in the parity index. Parity 
prices according to the new formula 
may change as a result of changes in 
the “adjusted” base price as well as 
changes in thH® parity index 

Let us examine first the adjusted 
base price and then the changes in the 
parity index. 

Base period prices according to the 
old formula were the United- States 
average prices received by farmers dur- 





ing the specified base period. Thus 
the base period price for whole milk 
was $1.60 per hundred pounds, for hogs 
$7.27 per hundred pounds, for wheat 
88.4 cents per bushel. 

There are two steps in calculating 
the “adjusted” base prices under the 
new formula. Pirst, the average price 
of the commodity during the ten pre- 
ceding years is figured. For milk, but- 
terfat, beef cattle, and lambs wartime 
subsidy payments made to producers 
during the OPA period are included. 
In the second step, the average price 
for each commodity during the ten 
preceding years is divided by the aver- 
age of the index of prices received 
(1910-14100) for the same period. 

For example, here is how “adjusted” 
base prices for 1950 for three commodi- 
ties are calculated. The average of the 
index of prices received by farmers 
for the 1940-49 period was 202. The 
10-year average prices for milk, whole- 
sale, was $3.49 per 100 pounds; for 
hogs $15.20 per 100 pounds; and for 
wheat $1.49 per bushel. Dividing each 
of these prices by the 10-year average 
of the index results in adjusted base 
prices of $1.73 for milk, wholesale; 
$7.52 for hogs and $0.738 for wheat. 

1950 Base is 1940-49 

The 10-year period is always the im- 
mediately preceding 10 years. For 1950 
the years 1940-49 are used. For 1951 
it would be the years 1941-50. 

The old parity index for commodities 
on the 1910-14 base was the index of 
prices paid by farmers for commodi- 
interest and taxes. This index 
measures the changes since the base 
period in the prices paid by farmers 
for commodities used in living and pro- 
duction, interest and taxes. 

The Agricultural Act of 1949 provides 
that cash wages paid to hired farm 
labor be included in the parity index. 
The Bureau of Agricultural Economics 
has had an index of farm wage rates for 
several years. This index has been 
combined with prices paid, interest and 
taxes to obtain the new parity index of 


tiles, 





prices paid, interest, taxes and farm 
wage rates. 

In calculating the old parity index, 
the average quantities of goods pur- 
chased per farm for production and 
family maintenance during 1924-29 was 
used to determine the weights used in 
combining the prices of the various 
commodities into the over-all index. 


Old and New 


At the same time that farm wage rates 
were added to the parity index, it 
seemed advisable to undertake a com- 
plete reexamination of the index. It 
was determined that although the 1924— 
29 average quantities were satisfactory 
for the earlier years, a later period 
would be more nearly representative of 
current conditions. 


Parity Prices 


January 15, 1950 
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1 Computed by the formula in effect prior to Jan. 1, 1950. &ce text 


2 1940-49 average price for each commodity divided by the 1940-49 average index of prices received by farmers 
(202) and the result multiplied by the Jan. 15, 1950, Index of prices paid by farmers including interest, taxes, and 


wage rates (249). 


3 Transitional parity prices for 1950 are 95 percent of the parity price according to the old formula. 


‘ For basic commodities the old parity or the new | 


transitional parity or new parity whichever is higher. 


varity whichever is higher 


For nonbasic commodities 





As a result of this examination, the 
new parity index has been completely 
revised. In addition to farm wage rates, 
prices of many additional commodities 
have been included. For the period 
since 1935, the relative importance of 
the various commodities in the index 
has been based cn average purchases 
per farm .during the period 1937-41. 
This results in an index of prices paid 
by farmers including interest, taxes, 
and farm wage rates as of January 15, 
1950, of 249 

According to the old formula, the 
parity price for milk, wholesale, was the 
base price of $1.60 per 100 pounds times 
the index of prices paid, interest, and 
f€xes. Since the old index was 241 

mid-January, the parity price was 

1 percent times $1.60 or $3.86 per 
190 pounds 
? By the new formula, the parity price 

January 15 was the “adjusted” base 
fice of $1.73 per 100 pounds times the 
(Bdex of prices paid including interest, 
(xcs, and farm wages of 249 per- 
cent. Thus, the new parity for milk 
Was $4.31 per 100 pounds. 


the law provides a new 


» Although 
genera! definition of parity, there are 


festrictions on its application to some 
Gommodities. For the basic commod- 
ies, wheat, cotton, corn, peanuts, rice, 
and tobacco, the parity price until 1954 


- 


Outlook Highlights 


FEBRUARY i950 


Etonomic Roundup for 1949 


Enough figures are now available to 
give a pretty sood picture of what 
happened in the United States econ- 
omy last year. With a few exceptions, 
the important measures of economic 
activity registered declines with the 
sharpest occurring in the agricultural 
yardsticks 

Over all, economic activity in 1949 
was not far below the boom year of 
1948. The value of all goods and serv- 
ices produced amounted to 258.7 billion 
dollars, only 1% percent below 1948. 
The fiow of income to consumers 


cannot be less than the parity price 
according to the old formula. In effect, 
this means that the effective parity 
price for these commodities will be the 
old parity or the new parity, whichever 
is higher. There is a further stipula- 
tion that no changes be made in 
weights and factors used to make up 
the parity index in calculating parity 
prices according to the old formula. 

It appears that the parity prices ac- 
cording to the old formula will con- 
tinue to be used for wheat, cotton, corn, 
and peanuts and that the parity prices 
according to the new formula will be 
used for rice and tobacco. 

For nonbasic commodities, there Is 
a provision that the parity price cannot 
be less than the transitional parity 
price. The transitional parity price is 
the parity price according to the oid 
formula reduced by 5 percent for each 
full calendar year that has elapsed 
since January 1, 1949. The transitional 
parity price will continue in effect until 
it is less than the parity price according 
to the new formula. This would mean 
that transitional parity prices would be 
95 percent of the old parity price in 1950, 
90 percent in 1951, 85 percent in 1952 
and so on. 

C. Kyle Randall 


Bureau of Agricultural Economics 


amounted to only slightly less than in 
1948 and because of income-tax reduc- 
tion, consumers actually had a little 
more to spend. For farmers, though, 
the income picture was not so bright. 
Realized net of farm operators dropped 
off 15 percent from 1948. Consumers 
continued to spend their income in 
1949 at about the same rate as the 
previous year. 

Industry produced about 8 percent 
less goods in 1949 than in 1948, Big- 
gest drop occurred in the summer. 
Output then picked up and was con- 
tinuing to gain as the new year began. 
New construction continued a bright 
spot in the business picture. The 
value of new building begun last year 
reached a record 19.3 billion dollars, 
3 percent more than a year earlier. 
Employment, both farm and nonfarm, 


(Continued on page 14) 





Wheat for ye 


on excess acreage 


\ Je nave been producing more wheat 

in this country in recent years 
than we can expect to sell at profitable 
prices here or abroad over the long run. 
There seems little doubt that we face 
market giuts of record proportions un- 
less we bring our production into line 
with demand. 

Wheat farmers already are in the 
adjustment period. Allotments for the 
1250 crop call for a planted acreage of 
approximately 73 million compared 
with the record of 83.3 million acres 


planted for the 1949 crop. Estimates 


of the acreage reduction we must 
eventually make to bring wheat supplies 
in line with the market range as high 
as 20 million. 

To supply information that can be 
used as a guide by farmers in making 
needed adjustments in wheat acreage, 
a large amount of research is being 
done by State and Federal! agricultural 
agencies. One line of inquiry that has 
produced fruitful results concerns the 
use of wheat for livestock feed. The 
study was made by the Kansas State 
Agricultural Experiment Station and 
the Bureau of Agricultural Economics 
under the Research and Marketing 
Act. The investigation was confined 
to hard red winter wheat farms in 
Western Kansas but the results, with 
some modification, can be applied to 
other wheat areas. 


Wheat a Good Feed 


Wheat is most commonly thought 
of as a human food, but some is fed to 
livestock every year. Heaviest wheat 
feeding usually has occurred in depres- 
sion years when wheat prices dropped 
near those of corn. During the war 
when we had a wheat surplus, Govern- 
mental subsidies encouraged wheat 
feeding. Quantities fed in those years 
ranged from about 290 million to a 
record of nearly 500 million bushels. 

Past studies show that wheat.is a 
good feed when fed in suitable quan- 
tities. Pound for pound, it is as good 


or better than corn for fattening cattle 
and hogs and poultry, but not quite as 
good for fattening lambs. Compared 
with oats, barley and the sorghum 
grains, wheat is generally superior as 
afeed. In most cases. best results with 
wheat are obtained when it is ground 
and mixed with other feeds. 


Superior to Sorghums 


From the standpoint of the fa 
operator, the production and use 
wheat for feed is one of the best 
ternatives in western Kansas wh 
wheat surpluses pile up and wh 
prices tend to sink to the level of f 
grains. In most of the area, whes 
as grain produces more feed value 
acre than other feed grains. In ad 
dition, wheat is easier to store tha 
sorghums, its costs of production afé 
lower and it has considerable value 
both as winter pasture and as a winte? 
cover for the land. : 

In order to study the effect on fa 
income of various ways farmers neh 
meet a future situation in which whe@ 
is in surplus, severa] assumptions come 
cerning prices and costs were madé@, 
For example, it was assumed that the 
index of prices and costs were mad@ 
For example, it was assumed that the 
index of prices paid by farmers for pros 
duction items would be somewhag 
higher than in 1925-29. Except f 
somewhat more favorable livest 
prices in relation to feed prices, the level 
of prices received by farmers would be 
similar to that of 1925-29. Hogs, for 
example, would bring $11.61 per hun- 
dred pounds, choice steers and calves 
$15.88 per hundred, barley 63 cents a 
bushel and grain sorghums 73 cents 
per bushel. 

In this “surplus situation” it also was 
assumed that we would have a market- 
ing program in effect which would limit 
amounts of wheat sold for food but 
would permit wheat to be grown on ex- 
cess acreage for livestock feed. The 
price for wheat sold for food would be 
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is 

$1.22 per bushel: that sold for feed, 87 

Gents per bushel. At the feed price, 

te value of wheat as feed would be 
wal to that of grain sorghums priced 

73 cents a bushel. Sorrhum grain 
Would be the principal competitor of 
Wheat as a fecd crop in Western Kansas 

a 

4 

“These assumptions are not, of course, 
agorecast that prices and costs will fall 
t@these levels. They were selected only 
af a basis for appraising the alterna- 
ties western FEansas wheat farmers 
weuld have in a period with wheat 
s#fpluses and with price relationships 
SsifMilar to those during the period 
between the two wars 

Using these price and cost assump- 
tions, some of the alternative uses of 
excess wheat acreage were studied for 
typical wheat farms in three farming 
areas in western Kansas, A, B, and C 
(See accompanying map.) 

For farms in area A Which do not 
have enough summer-fallow to get a 
maximum wheat production over a 
period of years, fallow is one of the 
best alternative uses of excess wheat 
acreage. These farmers could place 


Not a Forecast 
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excess acreage in fallow without any 
sacrifice to their incomes. 

Many farmers who already have suf- 
ficient ground in fallow, however, are 
largely limited to either leaving their 
excess wheat land idle or putting it 
into feed crops or in wheat to be used 
for feed. Putting excess acreage into 
wheat to be sold as feed would be feasi- 
ble from the standpoint of the farm 
operators in area A. Grain sorghums 
would be a close second but farmers 
generally prefer to grow wheat because 
they already have the equipment and 
experience necessary. 

Livestock Program Better 

A more satisfactory method of meet- 
ing a surplus wheat situation would be 
to feed wheat grown on excess acreage 
to livestock. This would provide a 
slightly higher income than selling 
wheat for feed on the market, would 
permit greater diversification and bet- 
ter utilization of the labor of the farm 
operator during the winter, and would 
avoid increasing our supplies of feed 
grains. 

Under the price and cost assumptions 
we have made, feeding wheat to hogs 





would be a little more profitable than 
feeding it to beef cattle. Moreover, 
less care and preparation is necessary 
in feeding wheat to hogs than cattle. 
The hog enterprise would involve less 
risk in years of severe drought than the 
cattle enterprise. 

Cattle feeding has advantages that 
may appeal to many farmers in area A. 
It requires less labor than raising hogs. 
The type of cattle purchased and the 
type of feeding can be changed yearly 
if price changes make it desirable. 


Roughage Reserve Needed 


Cattle production probably is the best 
alternative for the farmer with enough 
pasture to provide summer grazing. In 
this case, excess wheat acreage could 
be used either to produce grain or 
roughage, according to market condi- 
tions for slaughter animals. Such an 
operation would require a substantial 
reserve of roughage because of the large 
fluctuations in yields in western Kan- 
sas. In some instances, these farmers 
might profit by including feed lot oper- 
ations as well as wintering programs in 
their farm plan in order to get maxi- 
mum use of their feed grain, wheat pas- 
ture, and roughage. 

For farms with sufficient native pas- 
ture, two types of cattle enterprises are 
recommended: the permanent beef 
herd for the production of either 
slaughter or feeder calves; and the 
buying of calves or yearlings in the 
fall, wintering them, running them on 
native pasture the next summer and 
then putting them in the feed lot for 
100 days in the fall. The second 
method is more profitable under the 
assumptions we have made and offers 
greater opportunities for adjustments 
to price changes. The permanent 
herd, on the other hand, involves less 
price risk and it is a more stable enter- 
prise if roughage reserves can be main- 
tained. 


In addition to hog and cattle enter- 
prises, poultry and sheep also offer 
good possibilities as alternative enter- 
prises for the utilization of wheat or 
other feed crops grown on excess wheat 
acreage on farms in area A. 

In area C, two methods of using ex- 
cess wheat acreage were studied. In 
one case, wheat produced on excess 
acreage would be sold for feed at 87 
cents per bushel. In the second, a hog 
enterprise consisting of three sows far- 
rowing twice a year would be added to 
consume wheat produced on excess 
acreage. 

The second method gave about 15 
percent higher net income to the o 
ator than the first. However, the 
enterprise requires a larger invest 
in buildings, equipment and lives 
and considerably more labor. 
cattle feeding probably would work 
about as well as the hog enterprise 
many farms in this area. 


Sorghums Best in Area B 


The third area studied is type 
farming area B. Here grain sorgh 
generally produce more feed value 
acre than wheat. Therefore, prod 
tion of wheat for feed does not ap 
to be a feasible alternative. 

The decisions individual far 
make to gear wheat production to 
ket prospects will have a vital eff 
on their economic health. This stu 
indicates that the production of w 
for feed on the eXcess acreage 
definite possibilities. Not all far 
in the Great Plains wheat belt wo 
find it feasible, of course. But 
farms similar to those in west 


Kansas, the use of wheat for feed de- 
serves a place in the long-range think- 


ing of operators. : 


E. R. Ahrendes 


Bureau of Agricultural Economies 


R. J. Doll 
Kansas State College 
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Hens Double Winter Output 


HE mopeRN hen is a much more 
f efficient egg producer than was her 
estor of 25 years ago. Even more 
portant to poultrymen is the fact 
t the hens of today lay about twice 
many eggs during the fall and win- 
months as the hens of 1925. 
he chart above shows the dramatic 
rease in egg production over the last 
urter century, most of which is due 
the fact that it now takes only two 
to lay the eggs three hens 
produced in 1925 The Nation's laving 
flock averaged 340,202,000 hens in 1949, 
only 9 percent larger than 25 years ago 
But total ege production jumped 61 
percent to 56,236,000,000 egg In other 
;, 85 percent of the increase in egg 
ulted from a 47 percent 
bird and only 15 
1e number 


that 
ers as 


word 
luction re 
higher rate of lay pe: 
percent from the increase in t! 
of layers 
Not only are hens producing many 
more eggs todey than a quarter of a 
century ago, but the seasonal pattern 
of production has changed drastically. 


Although more eggs were laid in every 
month of 1949 than in 1925, the largest 
increases came during the winter. 
Here is how the number of eggs laid 
per hen in 1949 compared with 1925 by 
quarters: 
Ist 2a 3d 4th 
44 27 14 
49 35 35 


The leveling out of egg production 
over the seasons of the year is brought 
out in the chart on the next page. 

Several factors are responsible for 
the increased efficiency of the hen as 
an egg producer and it is difficult to 
determine which has been the most im- 
portant. Contributing to the increase 
in the rate of lay are more careful selec- 
tion and breeding to improve egg laying 
strains, better sanitation, improved 
housing and better feed and feeding 
practices. 

Two important factors in the marked 
increase in the rate of lay during the 
winter months are widespread adop- 


1925 





tion of incubators and the use of lights 
in laying houses to lengthen the hen’s 
“working” day. Earlier hatching starts 
pullets off to an earlier laying season 
and longer days increase their feed in- 
take. 

Changes in egg production have 
benefited both producer and consumer 
of eggs. The income of poultrymen 
from eggs has increased in greater pro- 
portion than their egg production be- 
cause they now produce a larger per- 
centage of eggs during the months 
when evg prices are relatively high. At 
the same time, a more even seasonal 
distribution of egg production has 
brought relatively lower winter egg 
prices to consumers. Consumers also 
are getting more fresh eggs during the 
winter than formerly. Storage require- 
ments have declined rapidly. Holdings 
of shell eggs in 1949 were the lowest in 
33 years of record. 

The increased efficiency of the laying 
hen has been primarily responsible for 
the tremendous growth of the com- 
mercial broiler industry since 1834. At 
that time, the country depended for 
its poultry meat on farm flocks which 
were kept mainly for egg production. 
This meant that young chickens were 
available in quantities only at certain 


seasons of the year. Young chicken 
prices were relatively high and chicken 
was considered a luxury. 

As the rate of lay rose, it took fewer 
layers to produce the same number of 
eggs. Therefore, relatively fewer chick- 
ens were raised to maintain laying 
flocks and the supply of chicken meat 
became relatively smaller” 

To meet this deficit in farm chicken 
production and the increasing demand 
for young chickens, the commercial 
broiler industry grew by leaps and 
bounds. In 1948, the industry ac- 
counted for 29 percent of the chicken 
meat produced compared with only 4 
percent in 1934. The consumer c 
now buy fresh young chickens the y 
round at reasonable prices. Consu 
tion per person has risen from 1 
pounds in 1934 to 23 pounds in 1948. © 

The changes in egg production of 
last quarter century have not yet 
their course. Poultry production 
perts expect the rate of lay to gain 
some years tocome. They are part 
ularly encouraged by results being 
tained from cross-breeding to get m 
thrifty and higher egg laying strains. 7 

Robert F. Moore 
Bureau of Agricultural Economigg 
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CONSERVATION PROBLEM: 


1 Inch Topsoi 


Teanty everybody these days recog- 
nizes the necessity of preventing 
the wasting away of our national land 
resources through erosion. Nd other 
group realizes this more keenly than 
farmers to whom the land is a means 
of making a living rather than merely 
a “natural resource.” 
A farmer who is underteking an 
erosion-control program on his land Is 
against a highly personal dollar and 
ts problem. He needs to know how 
tinued erosion will affect his in- 
1e and which erosion-contro!l meas- 
*s will pay on his farm. 
Recent studies of the relationship 
tween topsoil depth and crop yields 
cr one means by which farmers may 
aluate the effect of erosion. Soil 
Jentists have found that in many 
eas the loss of an inch of topsoil has 
predictable cffect on crop yields. 


» Yield Losses From Erosion 


; Experiments in the Northern States, 
r example, show that on the average 
e loss of an inch of topsoil from an 
re of cropland reduces annual corn 
elds by 2 to 6 bushels, oats yields by 
» to 5's bushels, wheat yield by 0.7 

3 bushels, potatoes by 5 to 10 bushels 

d hay by 200 to 400 pounds per acre. 

| A few other studies show that erosion 

topsoil also reduces yields of soy- 

‘ans, grapes, cotton, tobacco, and 

irley. However, more studies of these 

ops are necded before definite rela- 
onships between yields and topsoil 

Gepth can be accurately determined. 
There are exceptions to the general 

rule that yields decline as the top- 
soil washes away. Some soils, par- 
ticularly in the southeast, have sub- 
soils with a better capacity for holding 
moisture and fertilizer than the present 
topsoil. On most soils, though, the 
subsoil is less productive than the top- 
soil, 

Field experiments indicate that the 
loss of an inch of topsoil has less effect 
on crop yields where the topsoil is deep 
than where it is shallow. Yields of 


| = ? Bushels 


corn on land on which the topsoil was 
11 inches deep ran about 3 bushels per 
acre less than on land on which the 
topsoil was 12 inches deep. On land 
with 3 inches of topsoil, however, corn 
yields averaged 5 to 6 bushels less on 
land with 4 inches of topsoil. Small 
grain yields are even more drastically 
affected by topsoil depth. 
Keep Topsoil in Place 

These experiments indicate the im- 
portance of keeping the topsoil as 
evenly distributed over a field as pos- 
sible. If topsoil from the higher part 
of a fleld is eroded and deposited on a 
lower area, the total productivity of the 
field will be lowered. Thus, topsoil 
which is washed down into the low part 
of a field is much less productive in its 
new Iccation than it was back on the 
upper parts of the fleld. This is true 
even though it would be good farming to 
fill in a gully in the lower part of the 
field. 

For instance, take a field on which 
the topsoil averaged 8 inches and on 
which corn yields averaged 68 bushels 
peracre. Asa result of erosion, 4 inches 
of topsoil on the upper part of the field 
is moved down on to the lower portion, 
making the depth in this area 12 inches. 
Average yields on the part of the field 
where the topsoil is12inches deep might 
be expected to average 81 bushels—a 
gain of 13 bushels over the average 
for 8 inches of topsoil. On the other 
hand, yields on the part of the field 
where the depth of the topsoil has been 
reduced to 4 inches probably would 
average about 51 bushels—a loss of 17 
bushels. 


Soil Shifts Cut Yields 


These experiments emphasize the 
value of keeping the topsoil in place on 
a field. Even though an erosion control 
practice may drastically reduce loss of 
soil from a field, it may still permit 
movement of soil within the field. 





Usually it takes several years for an 
inch of topsoil to be eroded away. An 
inch of topsoil over an acre of land 
weighs about 150 tons—enough to fill 
three railroad coal cars, A ton of top- 
soil equals about 1 cubic yard. Where 
drainage ditches carry off topsoil, there 
is a double loss since crop yields are 
reduced and ditches or stream channels 
must be cleaned out or bottomlands 
may become flooded. 


Erosion a Permanent Loss 


The Soil Conservation Service has 
estimated soil losses per year for Iowa 
average about 23 tons per acre, for Dli- 
nois nearly 10 tons and for Ohio about 
6 tons. On many farms, erosion losses 
are much higher—and a large share of 
this eroded soil is the valuable topsoil 
removed by sheet erosion. 

Once the topsoil is gone, there is no 
way of regaining the productive ca- 
pacity that vanishes with the topsoil. 
Crop yield studies on about 40 types of 
soils in 10 northern States indicate 
that the original material out of which 
a soil is formed determines the inher- 
ent productive capacity of that soil. 
Each inch of topsoil with its accumu- 
lation of humus and plant nutrients 
adds to the expected yield. ‘Total yield 
of a soil is affected by cultural prac- 
tices and physical conditions such as 
rainfall and temperature, but these 
factors have little or no effect on dif- 
ferences in yields resulting from varia- 
tions in topsoil thickness. Treatment 
of the soil may help replace yield re- 
ductions due to the loss of topsoil, but 
the same treatment on the land before 
it had been eroded would have given 
similar increases in yields. 

Elimination of all soil movement by 
erosion is seldom practical and rarely 
advocated. In most areas, a reduc- 
tion in annual soil loss of between 2 
and 5 tons per acre is considered an 
attainable and satisfactory goal. But 


it would require changes in farming 
practices on most farms. Often it 
would mean changes in rotations to 
include more acres of grass and hay 
crops and fewer acres of row crops. 
Strip cropping, contour farming, and 
terraces also may be needed. 

Each farmer who is _ considering 
erosion control is faced with the prob- 
lem of deciding how much he can afford 
to keep his topsoil in place. Failure 
to end or slow down the loss of his 
topsoil will mean a steady decline in 
the capacity of his land to produce. 
The loss in yields will not be matched 
by a proportional drop in production 
costs since seed, planting, cultivati 
and harvesting cost about as m 
when yields are low as when they 
high. Some costs such as those 
plowing and cultivation may even 
as ditches and gullies are eroded 
the flelds. 


Soil Loss Lowers Land Values 


A decline in production coupled wi 
little or no decline in production 
would mean a greater decline in n 
income than in gross over the lon 
run. Reduced income would be 
flected in the value of the land. 

Against the prospects for loss of 
come over the long run, the fa 
operator must compare the cost of 
erosion control program. This migh 
include a temporary loss in incomé 
while farming practices are be 
changed, To determine whether 
proposed program is likely to be profi 
able, an analysis of farm income wit 
and without the proposed progr 
may be needed. Such an estimate 
might well be included with any con 
servation plan to enable a farmer 
appraise its ultimate effect on his farm 
income. 


George H. Walter 
Bureau of Agricultural Economics 





Improving Your Home? 
Here Are Ways To Get 


The Most for Your Money 


ry you have definitely decided to go 
ahead with your plans to improve 
your home, your next problem is much 
the same as if you were going to buy 
@ new suit, a tractor, or a new sewing 
machine— it’s the old problem of get- 

ting the most for your money. 
enerally, the opportunities for cut- 
costs on a house improvement job 
fails into two classes: The first is driv- 
as good a bargain as possible on 
terials and labor. The other, unless 
are one of the fortunate who can 
cash, is getting the best credit 

rms available. 


: Start With a Plan 


Your opportunities for cutting down 
the costs of materials and labor will 
d@pend a great deal on how well you 
ve planned your remodeling project. 
the improvement involves structural 
nges in your house such as cutting 
w doors and windows, changing par- 
jons or adding a room, scale drawing 
1 be very helpful. 
/Drawings clearly show the relation of 
e parts to the whole and may indi- 
te desirable changes in the original 
ns. It costs less to move a partition 
change the location of a door while 
e plan still is on paper than after 
nstruction is under way. 
A well thought out plan also will give 
i a good idea of how much material 
m your farm can be used in the con- 
struction. If the improvements call 
for stone, sand and gravel, you often 
can get them from your farm or that of 
a neighbor. You also may be able to 
save considerably on lumber by getting 
some of it from trees on your farm. 
You also may be abie to reduce out- 
of-pocket expenses by using your farm 
tractor, truck, team and wagon, electric 
power saw or other equipment. Fami- 
lies often can cut labor costs by doing 
such jobs as hauling supplies, excavat- 
ing and painting during periods when 
farm work is slack. 


Once you have decided how much 
equipment and materials you need, 
your chances of cutting costs to a mini- 
mum are improved if you shop around 
to get the best values. Get cost esti- 
mates from as Many sources as pos- 
sible—the contractor or boss carpenter, 
the mason, lumber dealer, electricians, 
plumbers, heating contractors, dealers 
in equipment and building supplies, the 
local purchasing cooperative if your 
community has one. By comparing 
merchandise and prices you may be 
able to make substantial savings. 

Shopping for labor, as well as mate- 
rials, also is profitable. If the job calls 
for special skills, you will probably find 
it worthwhile to employ competent car- 
penters, mechanics or masons. Skilled 
workmen often charge no more than 
the less skilled. Even if they do, their 
ability to turn out good quality work in 
a minimum time may save money. 


Shopping for Credit Pays 


Once you have planned your im- 
provement project and have carefully 
estimated costs, you need to decide 
whether to use credit to finance the 
improvement. Shopping for credit as 
for materials and labor often resu!ts in 
substantial savings. Interest charges 
vary considerably from lender to lender 
and you might do well to talk with sev- 
eral. If you already have established 
your credit with a particular lending 
agency, however, you may find that you 
can get a lower interest rate there than 
from someone with whom you have had 
no previous dealings. 

Among the private lenders from 
whom you may be able to get credit are 
banks, mortgage companies, building 
and loan associations, and personal 
finance companies. You may be able 
to obtain long-term loans at favorable 
terms from a neighbor, relative or some 
other individual. 

It also is worth your while to in- 
vestigate the credit terms of Govern- 








ment-sponsored lending agencies. The 
Federal land banks, Production Credit 
Associations and the Farmers Home 
Administration make loans to farmers 
for housing improvement. Farmers 
Home Administration, also administers 
the provisions of the Housing Act of 
1949 which apply to farmers. 


Insured Loans 


In addition to loans made directly by 
Government sponsored agencies, three 
Government agencies insure or guaran- 
tee loans made by lenders to farmers 
for housing improvement. The FPed- 
eral Housing Administration and the 
Farmers Home Administration insure 
loans. For veterans of World War I, 
loans guaranteed by the Veterans’ Ad- 
ministration are available. The VA 
also has an insured loan program. 

Aside from the interest rate, two 
important things to think about are 
how long the loan is to run and what 
kind of repayment plan would best fit 
your needs. 

If you do not need to borrow more 
than a few hundred dollars, and can 
repay the loan in a few years a short- 
term loan probably would be to your 
advantage. The shorter the term of 
the loan, the less interest you will have 
to pay. Some lenders make short- 
term loans with no other security than 
the borrower’s note. Others require 
a chattel mortgage as collateral. 

Farm families who need to borrow 
$1,000 or more for home improvement 
mray find a long-term loan better. 
Most lenders making long-term loans 
to owner-operators for extensive im- 
provements require a mortgage on the 
farm or other real estate as security. 
If the farm already {ts mortgaged, the 
family would do well to try to get an 
increase in the existing mortgage 
rather than to give a second mortgage. 

Repayment plans for loans fall into 
two main classes: straight and amor- 
tized. Practically all straight loans 
provide for making interest payments 
at regular intervals, usually annually. 
Plans for repaying the principal vary. 
Some make no provision for repayment 
of any part of the principal until the 
note matures. Others specify that a 
certain amount is to be paid at certain 
dates. 

The family that obtains an amortized 


loan agrees to repay its debt on the in- 
stallment plan. Usually interest and 
the installment on the principal are 
combined into a single payment at the 
end of the month, quarter, year, or 
some other period. 

Most amortized loans are repaid on 
the level-payment basis so that the 
same amount is due each payment 
period. Another type calls for a fixed 
payment on the principal at each re- 
payment period plus the interest due. 
This is called the level-principal pay- 
ment plan. The first several payments 
are larger than with loans amortized on 
the level-payment plan. Later on, the 
payments are smaller. ‘ 

Some farm families prefer 
straight loan because only the inter 
must be paid while the loan is in eff 
thus giving them use of their surp 
funds for other purposes. Others 
fer an amortized loan because they 
it easier to pay off a debt by inst 
ments rather than in one lump s 
Another advantage of the amort 
plan is that you pay less interest sin 
you are reducing your principal. 


Businesslike Practices 

Families using credit to finance ho 
ing improvements will find it to th 
advantage to follow sound busin 
practices. A few recommended pr 
tices follow. 

Specify in writing all materials to 
used, jobs to be done and terms of pa 
ment. Thus both buyer and seller will 
know what is expected of them. Havé@ 
all bills itemized and receipted as pai 
Keep receipted bills in a convenient fil 

Have a written record of amount 
loan, length of term, date interest 
due and plan for repaying princip 
sum, Make payments on loans whe 
due. Families with a reputation for 
promptness in meeting their credit ob- 
ligations find it easier to borrow money, 

Lucile W. Reynolds 
Bureau of Human Nutrition and 
Home Economics 

For more information on this subject, 
see bulletin M. P. 701, “Using credit to 
finance farmhouse improvements.” 
Write Office of Information, U. S. De- 
partment of Agriculture, Washington 
25, D. C., for a free copy. 





Prices of Farm Products 


[Fst ireates of average prices received by farmers at local farm markets based on reports to the Bureau of Acricul- 
tural Economies. Average of reports covering the United States weighted according to relative importance 
of istrict end State} 
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(Continued from page 4) on feed for market on January l, 
raged 58.7 million in 1949, 700,000 Was 22,000 more than a year eariier. 
than the year before. All of the increase over last year oc- 
Price trends pointed generally curred in the Corn Belt States and 
wnward last year. Prices farmers Texas. The number on feed in the 
ceive led the way, averaging 13 per- Western States was 16 percent below 
t below 1948. Wholesale prices ® year earlier. 
re down 6 percent from 1948. Living Cattle on feed at the beginning of 
‘ts of urban consumers stayed within this year averaged lighter than last 
percent of the 1948 level. Prices year. Feeders also reported that they 
id by farmers for both family living intend to market their cattle later than 
and production items averaged about in 1949. 
3 percent below 1948. Cotton Use Above Year Ago 


A Cattle-Feeding Record Consumption of cotton by domestic 
The spread between the prices of mills the first 5 months of the current 
prime and choice steers and the lower season ran a little above the same 
grades has been very wide recently, period last year. Through the first 4 
mainly because of the small supply of months exports totaled 28 percent 
well-finished cattle on the market. higher than a year earlier. 
Later in the feeding season, the spread So far, devaluation of many foreign 
is likely to marrow as the supply of currencies has had little effect on either 
better grade steers increases and prices our imports or our exports of cotton 
decline seasonally. textiles. If this continues to be the case, 
The record 4,552,000 head of cattle, domestic mill consumption probably 
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Ecenomiec Trends Affecting Agriculture 
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Index numbers of prices received by farme vs m0 io 100) ¢ 


Crops: 


Feed To- Oil- 
grains becee Cotton| bearing 
jand hay| crops 








Year and month 


Food 
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1910-14 average 100 100 100 100 ino 
1915-19 average 103 | 161 183 175 201 
1920-24 averare......... 147 125 189 197 155 
1925-29 averare i 118 169 150 135 
1930-34 average 7 76 117 77 78 
1935-49 averace g 95 i72 87 113 
1940-44 average yA 119 241 170 
1045 average. i72 MA | 360 228 
1946 ¢ a 196 } 376 4) 200 
249 374 7 363 
19048 average._..-. , 250 380 27 351 
1949 average 2 7 308 y 242 
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Janusry 261 
1 Federal Reserve ood: represents output of mining and manufacturing; monthly data adjusted for seasonal 


variation. 
? Computed from data furnished by Bureau of Labor Statistics and Entoatnte Commerce Commission on pay 
rolls in mining, manufacturing, and transpartation; monthly data adjusted for seasonal variation. Revised 
January 1950. * Burean of Labor Statistics. 

* Revised January 1950. ‘ Farm wage rates sirople averages of quarterly data, seasonally adjusted. 


€ Revised. ? Preliminary. 
* Ratio of index of prices received to index of prices paid, interest, taxes, and wage rates. This parity ratio will 


not necessarily be identical to a weighted average percent of parity for all farm products, anand because parity 
prices for some products are on a transitional basis. * 1924 only. 
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Outlook Highlights 


(continued from p. 14) 


will not fall below current levels for 
some time. Domestic milis generally 
are booked several months ahead. 
Some decline in exports is likely as the 
season i 

In mid-January, domestic cotton 
prices were at the highest level smce 
early this season. 


Plenty of Chicken 


Chicken meat supplies will continue 
plentiful for some time. Storage stocks 
at the beginning of the year were much 
larger than a year ago. Although mar- 
ketings of farm chickens have passed 
the seasonal peak, sales of broilers are 
likely to continue large in the next few 
months.., 

In the last month of 1949, average 
prices received by farmers for chicken 
were the lowest in almost 7 years. 
Large supplies of poultry and the rela- 
tively low prices of pork which competes 
with chicken at the grocery store will 
tend to hold chicken prices down in the 
next few months. 


Slightly Larger Turkey Crop 

Recent reports from turkey growers 
show that they intend to raise 1 percent 
more birds in 1950 than in 1949. If 
their intentions are carried out, the 
1950 crop will be 5 percent below the 
1945 record but 13 percent above the 
1942-46 average. 

Main reasons why growers intend to 
raise slightly more turkeys this year 
are: The rise in turkey prices after the 
Thanksgiving market, larger feed sup- 
plies at the lowest prices since 1945, the 
reasonable profit made in 1949. 


Exports Drop 


The United States exported about 
15.8 billion dollars worth of goods and 
services in 1949, according to prelimi- 
nary estimates. This is about 1 billion 
doliars less than in 1948. 

Most of the drop occurred in the sec- 
ond half of the year. In the fourth 
quarter, the annual rate of exports 
amounted to 141 ‘billion dollars, the 
lowest since 1946. 
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